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In the four decades 
that I have lived and 
worked in Montana, I 
have never been more 
encouraged by the state’s 
position to experience 
considerable economic 
growth. The Bureau o f 
Business and Economic 
Research (BBER) is one 
o f three centers housed 
on the second floor o f 
the Gallagher Business 
Building. Along with 
the Bureau, we have the 
Montana World Trade Center (MWTC) and the Montana 
Manufacturing Extension Center (MMEC). These three 
centers are physically interconnected, but more importantly, 
work together in helping Montana citizens grow the state’s 
economy. I invite you to visit the business school’s website at 
www.business.umt.edu and explore the websites o f  all three 
centers. You can also contact the center directors via email at 
the following addresses:
BBER — Patrick Barkey, patrick.barkey@business.umt.edu; 
MWTC — Arnie Sherman, arnie@mwtc.org; and,
MMEC — Jeremy Wolf, jeremy.wolf@coe.montana.
The next time you are on the University o f Montana-Missoula 
campus, I invite you to come to the Gallagher Business 
Building and visit all three centers. These centers have assisted 
hundreds o f thousands o f Montana residents in their quest to 
grow Montana’s economy. We have a great number o f stories 
from individuals who have utilized these centers in the past; we 
hope one o f our future stories will be about you and your most 
recent success.
Larry Gianchetta
Dean, School o f  Business Administration 
University o f Montana
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Building Business Opportunities in Big Sky Country
An Interview with Governor Steve Bullock
Editors note: Earlier this year, Governor Steve Bullock met with Patrick Barkey, director o f the Bureau 
o f Business and Economic Research, Shannon Fumiss, MBQ editor, and Christina Henderson, BBER 
marketing director, to discuss statewide economic issues and plans for his first year as governor. Though 
editedfor clarity, the following Q&A includes all the major points o f our interview.
MBQ: Yesterday we were at your Main Street Montana 
event in Missouia, and it  was very well attended. I know 
you’ve been to Billings already and will be visiting 
other towns. What is the idea behind the Main Street 
Montana project?
GOVERNOR: The objectives are numerous. Anybody who 
would start a business, or wanted to expand a business, 
or even recruit a business, would typically put together a 
business plan. They would say, “Here’s what I’ll need, and this 
is how I will get there.” I don’t think the state o f Montana 
has put together any sort o f  business plan in a long time, 
if ever. This is the start o f that, with a couple o f objectives 
and thoughts in doing so. For one, the state o f Montana is 
not going to create all o f the jobs. What we want to do is 
work with the job creators in ways where we can actually get 
down to the local level and say, “What are the conditions? 
How can we improve? How can government serve to create 
job opportunities, not obstacles?” And also, recognizing that 
we are a state o f 146,000 square miles, what’s going to be
essential for job creation opportunity in Libby is going to be 
different than in Miles City. The overall objective is asking 
business leaders to lead this and come up with our blueprint 
for where we can go in Montana with job creation and 
economic development.
ENERGY
MBQ: Energy development is booming in Montana. What 
types of opportunities and challenges does the state face 
moving forward?
GOVERNOR: I think there are great opportunities and some 
obstacles we certainly need to deal with. When we look at 
the oil and gas production piece o f it, most o f  it is in North 
Dakota. At my first meeting o f the National Governors 
Association, I met the governor o f North Dakota and asked 
him for a boundary adjustment because we are dealing with 
some o f the impacts but not necessarily all the revenues. The 
state collects about $200 million in oil and gas tax revenue 
-  $100 million immediately goes out to the counties and 
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the school districts, and the remaining $100 million the state 
keeps. Under the new legislation proposed, I guess for six 
years it would end up all going out (to counties) except for $4 
million. We want to make sure that the oil and gas production 
will be something that is long-term in Montana and provides 
some great opportunities. We also have to look at it long term 
and recognize that the tax revenue that we bring in is relatively 
small compared to the overall $ 10 billion budget. So I think we 
do need to continue to address infrastructure needs, be it from 
law enforcement issues to roads, sewer, water, and things like 
that.
I should also say, and maybe we can get to that later, that the 
energy production is even bigger than the oil and gas. Wind 
development is growing rapidly, and there is great potential 
as long as we can figure out transmission issues and things 
like that.
MBQ: How does the Keystone XL Pipeline f i t  into 
the picture?
GOVERNOR: Shordy after I got elected, I wrote to the President 
and reiterated that support o f the Secretary o f State, saying
£  There is a real 
I good possibility 
that done right, Montana 
in all different facets is 
going to be part of the 
epicenter of the power 
end of our country.”
ease some o f the congestion and problems in Eastern Montana. 
Done right, to me, means that property rights are respected, 
we work with the private land owners, and we make sure that 
we build a pipeline that has the security and the safety that’s 
necessary. The last thing we would ever want to revisit is the 
spill that occurred on the Yellowstone. I’m excited about it.
I think it’s going to provide great opportunities for our state.
I think that if you even went beyond those pieces, Denbury 
Resources is responsible for 30 percent o f our oil development 
right now, and that’s from wells from years gone by. They are 
just injecting C02 to get additional oil out. We also have more 
than 30 percent o f the nation’s coal reserves. There is some great 
development going on there as well. There is a good possibility 
that done right, Montana in all different facets is going to be 
part o f  the epicenter o f the power end o f our country.
MBQ: With respect to energy, there are so many aspects 
of the way markets work when energy is a physical 
resource that needs to be transported, the Keystone being 
one example of where events beyond our borders have big 
impacts for how things play out in Montana. What do you 
see as your role in addressing those challenges like 
private investment, profit, and jobs? Are you an advocate 
for Montana energy, or do you see that as a proper role 
for the governor and state government to advocate when 
it  comes to addressing important issues like port 
development in the Northwest?
GOVERNOR: I think in many ways, I, as governor, am an 
advocate for Montana energy development done on 
Montana’s terms, which to me then means that we actually 
secure a proper price and that it is done in environmentally 
responsible ways so we also don’t end up jeopardizing our 
tourism, clean water, and clean air. As for the specific example 
o f ports, I don’t expect the governor o f Washington to come 
tell me what to do with my coal. I think that is beyond the 
reach o f the government to tell the governor o f Washington 
what to do with his ports. We do have the opportunity to 
not only be sort o f  a cheerleader for energy development, 
but also try to figure out the ways government is providing 
opportunities versus obstacles. When you are talking about 
working with private markets and private companies, the 
more predictability I can put into the processes when they are 
dealing with the government, that’s what a private business 
will do. They will work with the regulations — they just want 
the predictability and a degree o f certainty to have some sense 
o f when an outcome may be expected and what that outcome 
might be. So part o f  what we are doing independent o f energy 
development is saying, “Where can we turn around and make 
government more effective and predictable?”
HEALTH CARE
MBQ: Medicaid was a d ifficu lt issue in the legislative 
session. What do you th ink is next a t th is point 
for Medicaid?
GOVERNOR: Well, the dust is still settling from the legislative 
session. Expanding Medicaid is something that would create 
5,000 jobs in Montana next year alone. It would also provide 
the opportunity to start substantially reforming the way we 
provide health care, not just in Medicaid. Overall, I think we 
pay too much and get too little and there is a significant cost 
shift, so those o f us with insurance are ending up covering 
those without insurance. It’s unfortunate that Montana 
didn’t pass Medicaid; that means that our taxpayer dollars are 
going to states like North Dakota, Arizona, or Nevada. All
that done right, this 
could be a tremendous 
opportunity for the 
state o f Montana. With 
an on-ramp in Baker 
and a commitment 
of, I think, 100,000 
barrels, the economic 
impact could be $140 
million. Done right, 
this is a great job 
creator that is going to
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states with Republican governors were certainly resistant to 
the Affordable Care Act, but many felt that this is the right 
thing to do for their states. It came close in Montana. From 
Chambers o f Commerce to local economic development 
authorities to veterans’ organizations to virtually every major 
newspaper in the state, we said, “Let’s do this, let’s get beyond 
politics and focus on policy.” Unfortunately, it didn’t pass, and
we are continuing to 
weigh our options. 
There is some talk 
o f putting it on a 
ballot measure, and 
we could certainly 
call a special session 
at some point. 
Health care is 
already a significant 
part o f  our state 
economy. In some 
communities, rural hospitals are struggling to stay open, and 
they recognize what a difference the Medicaid expansion 
could make. When you look at the overall health o f our 
communities and state, it would be the right thing to do.
WORKFORCE
MBQ: Wages in Montana are among the lowest in the 
nation, and many of our graduates are leaving the state to 
find different jobs. What is your plan for creating jobs that 
pay well in Montana?
GOVERNOR: I think that’s where we start with the Main 
Street Montana task force and say, “What more can we do, 
and where can we do it?” There are clusters o f  businesses in 
Bozeman and Missoula that certainly didn’t even exist when 
I was a kid. So, in part, we will always be a resource-based 
economy, an ag-based economy, but that certainly doesn’t 
limit our ability to have two dozen laser and photonics 
businesses in Bozeman, or computers, or biotech. Part o f it is 
looking at what our strengths are and how we can capitalize 
on those and looking at where else we could be. Another part 
is making sure we have a talented and trained workforce. We 
have 40 percent o f Montanans who have advanced career 
professional certification, and we need to work to get to 60 
percent. You don’t do that by just focusing on what we are 
doing at the collegiate level, you also look at what we are 
doing in our high schools. You look at what we are doing 
before kids even get to kindergarten, with early childhood 
education. The better trained and talented workforce we have, 
the easier it is to attract businesses. I also look at my role. As 
a CEO o f a major company once said, “Don’t underestimate
£  Expanding Medicaid 
I  is something that 
would create 5,000 jobs 
in Montana next year 
alone. Unfortunately, it 
didn’t pass, and we are 
continuing to weigh our 
options.”
the power o f the governor calling.” We’ll actually be reaching 
out to companies to talk about our talented, trained 
workforce, our work ethic, and quality o f life, which is really 
unparalleled in other places in the nation. I’m really taking 
the job creation part o f  this job seriously, and I hope it will 
provide great opportunities.
MBQ: What do you say to employers who are having 
trouble attracting good workers, especially in industries 
like wood products?
GOVERNOR: Or in oil and gas areas and in some high-tech 
areas. We had a company looking at setting up in Great Falls 
and starting with 150 jobs. The company said that they need 
more welders. The nice thing about Montana, unlike many 
other states, is that 150 jobs is enough jobs that I’m certainly 
going to pay attention. I told the company to let me work 
with the Great Falls two-year college, and we’ll make sure to 
get a program together that will get you that talented, trained 
workforce. I certainly have frustrations about exporting our 
best and brightest, and I want to make sure they can stay.
We need to work on 
that part. Also, when 
an employer comes 
and can’t find the 
workforce, then I need 
to help them develop 
it. I can do that 
through apprenticeship 
programs and our two- 
year colleges. I can do 
that through working 
to really match the 
skills.
a
We’ll actually be 
reaching out to 
companies to talk 
about our talented, 
trained workforce, our 
work ethic, and quality 
of life, which is really 
unparalleled in other 
places in the nation.”
UNIVERSITY SYSTEM
MBQ: The Montana University System is struggling with 
declining enrollment. What role can the governor play?
GOVERNOR: Coming out o f this past Legislature we 
did some great things. We cut taxes for every business in 
Montana, eliminating the business equipment tax. But we 
also have to recognize things like when you don’t freeze 
tuition, that is a tax on every working family in Montana. So 
we froze tuition. A lot o f work has been done in the last few 
years in our two-year colleges. We need to continue to firm 
those up and make sure that they have their own identity 
and get students to recognize they have the potential to get 
a great job at the end when they graduate. We are making 
substantial investments in many o f the university campuses. 
There are areas, like the diesel program at MSU-Northem,
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where many o f the graduates get jobs and are paid more than 
what a governor does. Yet they have capacity issues. Part o f it 
is making those investments where we can and trying to make 
the strategic partnerships between business and industry. We 
will also be asking from our university system all we can to 
make sure that the level o f  accountability is there and that 
there are performance measures placed on the system as well. 
Now this doesn’t just all start at the universities. The more 
dual-credit opportunities that we have for kids in high school, 
the more the student recognizes that he or she is college 
material. By exposing them early, they will go down that 
path. I think that when you look at why businesses locate 
to a state, certainly we can talk about the tax climate — the 
Tax Foundation ranked us seventh in the nation. Business 
will often say they come for the quality o f life, quality o f the 
workforce, and the quality o f the educational system. We 
need to continue to be working on all three o f those facets.
ENTREPRENEURSHIP
MBQ: What is your message for entrepreneurs and 
student entrepreneurs who are thinking about starting 
companies in the state. What would you, as governor, like 
them to know?
GOVERNOR: About 80 percent o f the businesses in Montana 
have five or fewer employees, and we are nationally ranked the 
best state in the nation for entrepreneurs. We have businesses 
ranging from small computing businesses to manufacturing.
In our state, our main streets are dotted with small businesses. 
We are seeing communities working together to provide 
support for entrepreneurs and for startups. So I think there is 
tremendous opportunity and excitement, particularly for this 
generation. There was a time in the world where the thought 
was that you would go to work with the company and you 
would be there forever. Now, not only do more college 
graduates change jobs, but they are willing to structure jobs 
around them. Montana is still a state where if somebody calls 
a CEO to say, “I’d like some advice,” they are going to get an 
answer. So with the networking possibilities and the support 
for small businesses and entrepreneurs, we need to be doing 
everything that we can. If we are not doing everything, I hope 
somebody will tell us.
ECONOMIC VISION
MBQ: What is your economic vision going forward as 
governor?
GOVERNOR: I was raised blocks from here. I delivered 
newspapers to the Governors Mansion as a kid. Montana was
a wonderful place for me to grow up. I got a great education. 
If I were to get to serve two terms, my oldest kid will just 
be getting out o f high school. The question is, what kind 
o f Montana does she and everybody else get? You want a 
Montana that has a very diverse economy where a person can 
become a software programmer as well as become a miner. 
You want to be able to say that there will be so many different 
facets o f  what will be available to them that weren’t even 
imaginable when I was a kid. How do you make sure that 
the infrastructure is there too? I hope that we will expand 
energy production. With a state as big as ours, we have so 
many different opportunities, from the wind generation to oil 
and gas, to coal, to what we might end up doing with fiber 
products in the future. Tourism will always be an important 
part o f  our economy, and we will have to make sure to 
preserve everything people love about Montana so they will 
continue to come here as well. So I look at our state as one 
with incredibly bright and talented people, with a hard work 
ethic, and a Montana brand. There is a real pride in being 
from Montana. In the next four and eight years, there are 
tremendous possibilities for what more we can become.□
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I  as one with 
incredibly bright and 
talented people, with a 
hard work ethic, and 
a Montana brand.
There is a real pride in 
* being from Montana/’
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Montana’s Economy
The Recession’s Shadow Still Lingers
by Patrick M. Barkey
T he Montana economy entered the new calendar ranchers happy. And the long-awaited return to normalcy inyear 11 months ago with plenty o f promise. depressed housing markets across the state appeared to be just
Sustained high prices for natural resource and energy around the corner, 
commodities, supported by strong global demand, kept The economic performance o f the state has largely
expansion plans on track for Montana producers. Healthy delivered on that promise, based on the fragmentary data
prices for most agricultural products kept farmers and available at the time o f this writing. But even as growth
Figure 1
Real Wage Growth, Percent, 2011-2012
Sources: U.S. Bureau of Labor Statistics.
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continues to spread and solidify across the state, important 
pieces o f the economy remain far from healthy. And the 
national economy will turn in a more sluggish growth 
performance this year than it managed in 2012. This and 
other global economic developments make us a bit more 
measured as we re-examine Montanas growth prospects.
Recapping 2012’s Economic Performance
With complete wage and salary data now available for 
2012, a picture o f growth across the state emerges very clearly. 
For a third consecutive year, growth in the eastern portion o f 
the state, particularly in the rural counties contiguous with 
the North Dakota border, has outpaced the rest o f  the state. 
But a more dramatic telling o f the primary event that has 
caused this growth — the oil and gas production boom in the 
Bakken — occurs when you examine growth across a wider 
geography.
As evidenced from the county-specific growth data 
depicted in Figure 1, a dense cluster o f very fast growing 
counties straddles both sides o f Montanas eastern border, 
with growth extending more deeply into North Dakota.
While all o f  these counties saw growth exceeding 4.1 percent 
in inflation-corrected wages and salaries paid, some North 
Dakota counties in the oil patch saw growth exceeding 
30 percent.
To say that the Bakken oil boom is the economic story 
o f our generation would not be an understatement. North 
Dakota employers collectively paid $1.4 billion more in 
inflation-corrected wages and salaries in 2012 than they did 
the previous year. This increase far eclipsed the increases 
in larger states such as Utah ($600 million), Colorado 
($600 million), and Montana ($400 million).
The big story for Montanas growth in 2012 was that for 
the first time since the recession, the more populous western 
counties have been pulling in the right direction. While 
growth remained slower in the west, the direction o f change 
at least is heading in the right direction.
While wages and salaries paid to mining industry workers 
— which includes oil production — were a big contributor to 
Montanas wage growth last year, in dollar terms the gains in 
finance and business services industries were higher. Part of 
the $165 million increase in those industries was due to the 
stock options exercised when the sale o f Bozeman s RightNow 
Technologies to Oracle was consummated at the beginning of 
last year. As shown in Figure 2, growth in state payrolls was 
broad-based across all industries except government, which 
shrank slightly in 2012.
The best evidence we have that this growth has continued 
into 2013 comes from data on state tax collections. General
To say that the Bakken oil 
boom is the economic story 
of our generation would not 
be an understatement.
Figure 2
Growth in Inflation-Adjusted Wages and 
Salaries, Montana, 2011-2012
Sources: U.S. Bureau of Labor Statistics, Quarterly Census 
of Employment and Wages.
Figure 3
Montana General Fund Revenue Collections 
FY 2012 and 2013
Source: Montana Legislative Fiscal Division.
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Figure 4
Actual and Predicted Growth in Real Gross Domestic Product, 
Percent Change, 2011-2014
Source: Moody's Analytics.
But with every month that has passed thus 
far in 2013 has come further evidence 
that the boom times abroad are over.
fund collections for the fiscal year ending June 30, 2013, were 
up by almost 11 percent over the previous fiscal year.
As shown in Figure 3, this was almost entirely due to increases 
in the individual income and corporation income taxes.
New Concerns for Economic Prospects Ahead 
Despite the promising nature o f these reports on recent 
growth, challenges to sustained faster growth continue to loom 
ahead. That is particularly true for the national economy, 
which is expected to turn in a growth performance in 2013 
substantially worse than its mediocre showing in 2012.
Some o f these challenges — such as weak labor markets, 
reluctance o f businesses to invest in growth, and the budget 
gridlock in Washington -  have changed little over the past 
few years. But a new trend has emerged that should be o f 
particular concern for Montanans. That is the slowdown in 
the developing economies o f Asia and Latin America.
The recession o f 2007-09 was certainly a global event.
But the depth o f the downturn and the speed o f the recovery 
have been vastly different in different parts o f  the world. The 
developing economies o f Asia, Latin America, and even Africa 
have enjoyed very rapid growth in recent years, even as the
U.S. grew slowly and Europe went into a second recession. 
That pattern o f growth has been o f huge benefit to Montana, 
since it has kept demand for a wide spectrum o f commodities 
— from wheat and beef to metals and energy commodities — 
very high.
But with every month that has passed thus far in 2013 has 
come further evidence that the boom times abroad are over. 
Growth rates in countries like India, Brazil, and Russia have 
slowed markedlyj§||down to as low as 2 percent. Even sky- 
high growth rates in China have fallen (Figure 4), and the 
question o f whether they will continue to fall in the next 
few years looms large for resource-oriented economies that 
have become accustomed to voracious Chinese appetites for 
their goods.
What’s  Ahead for Montana’s 
Major Economic Drivers?
Those concerns haven’t yet translated into a significantly 
lower forecast for Montanas overall economy in the years 
ahead. We still expect growth for the next few years to pick 
up to levels close to what the state economy experienced on 
average during the pre-recession years 2002-2007.
The continued optimism in this outlook stems from three 
overall factors:
• continued strength in oil- and gas-related activity in the 
Bakken formation straddling the states eastern border 
with North Dakota;
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• the thus-far orderly transition o f developing Asia 
economies to growth that is no longer booming, but still 
reasonably high;
• the return o f new home construction to the list o f 
industries that contribute to, instead o f subtracting 
from, the economy’s overall growth.
This optimism also reflects the fact that the basic growth 
drivers for Montana in many cases are different from those o f 
other regions o f the country, as well as the national economy 
as a whole. Montanas strong economic performance o f late 
reflects the strengths o f these specific industries. Thus an 
assessment o f the short-term potential for the state s economy 
depends crucially on how these industries are expected to 
perform, including:
• Energy and Mining - The oil activity in the Bakken 
is transitioning from boom to fast growth, with 
evidence o f efficiency gains and cost-savings behaviors. 
While most o f  the drilling is in North Dakota, new 
production continues to come online in Montana, with 
significant spillovers into non-oil producing counties 
for support activities. Low natural gas prices have 
virtually frozen new gas well drilling and are impacting 
competitive fuels like coal.
• Federal Government - Federal facilities in Montana 
have long been a source o f stability, but shutdown and 
the unresolved budget debates in Washington have 
increased the short- and medium-term risks for the 
federal government activities in Montana.
• Agriculture and Related Industries - Montana 
farmers and ranchers continue to benefit from healthy 
commodity prices, although on the grain side in 
particular they have slid back from their historic highs. 
Uncertainty in farm policy is hampering planning.
• Nonresident Travel - The data available continue 
to indicate only a modest recovery in spending by 
nonresidents visiting the state. This is consistent with 
the weak recovery in consumer spending overall.
It is too early to judge the strength o f the states new 
home construction recovery during the summer, but the 
signs are promising. Nationally, housing starts have finally 
approached the 1 million-unit annual rate but remain 
significantly below their pre-recession levels. Partial data
available for Montanas major markets suggest that the long- 
awaited pickup in construction activity has arrived here as 
well, albeit somewhat restrained.
The Unresolved Budget Debate in Washington
Perhaps the biggest question mark o f all in our short-term 
forecast is the unwelcome turbulence in federal government 
actions o f late. As o f this writing, the federal government is 
open for business and its debt obligations are being honored 
as always. But the prospect o f  the next budget debate is not 
appealing, especially if the fate o f the nations credit rating 
becomes a bargaining chip in the process.
But what is lost in the public posturing and short­
term political calculations surrounding these events is the 
stubborn reality that the federal budget is heading toward an 
unsustainable imbalance between revenues and outlays. Due 
to the large number o f upcoming baby boomer retirements, 
outlays will begin to grow much faster than the economy in 
the next few years — significantly faster than tax revenues — 
even if the economy is healthy.
The size o f the federal footprint in Montana is significant, 
and when Congress finally does address its fiscal imbalance, 
Montanas federal facilities and jobs will be at higher risk. We 
will be monitoring those and other economic developments as 
we prepare our annual forecast in January. Q
Patrick M. Barkey is the director o f the Bureau ofBusiness 
and Economic Research.
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Migration and Montana’s 
Changing Demographics
by Douglas J. Young and Grant Zimmerman
igration had dramatic impacts on Montana 
during the past two decades, affecting the total 
population, its distribution between rural and 
urban areas, and composition by age, including school-age 
populations. Montana as a whole saw more people move in 
than out, except among those in their twenties who continue 
to leave the state. In fact, net migration accounted for just 
over one-half o f  Montanas total population gain o f 87,000 
during the decade. The rest o f  the gain came from natural 
increase: births minus deaths.
Migration patterns differed dramatically by region o f the 
state. The western and southern parts o f the state experienced 
inflows o f most age groups, including 18- to 22-year-olds 
attending the two largest universities. But like the rest o f the 
state, 26- to 31-year-olds generally left in larger numbers than 
they arrived. In contrast, the eastern and northern regions 
o f Montana experienced very little in-migration o f any age 
group. Yellowstone County — the largest metropolitan area in 
the state — had the most robust pattern o f in-migration by all 
age groups except 18- to 20-year-olds.
Figure 1
Net Migration to Montana, 2000 to 2010
Sources: U.S. Census Bureau and Centers for Disease Control and Prevention.
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This report uses population data from the 2000 and 2010 
Censuses and death data from the Centers for Disease 
Control and Prevention (CDC) to estimate net migration 
to Montana. Net migration may be positive or negative, i.e. 
more people may move in than move out, or 
vice versa.
Figure 1 (page 13) displays net migration to Montana 
during the decade 2000 to 2010. Migrants are classified by 
their age in 2010. Two features are noticeable. First, overall
net migration was 
positive: 46,000 more 
people moved into 
Montana than moved 
out during the 2000s. 
Second, migration 
varied dramatically 
by age. A significant 
number o f young 
people left the state 
during the 2000s. Specifically, about 8,700 more people 
ages 22 to 31 left the state than moved in, amounting to 
about 8 percent o f this groups population in 2000. Net 
migration was positive for every other age group. Writing 
in the Montana Business Quarterly in 1997, Christiane Von 
Reichert and James Sylvester noted that about 60 percent of 
the people moving to Montana have some sort o f  tie to the
state — either they lived here previously or have relatives in the 
state. Apparently, they brought their children with them as 
well — migration increased the number o f 10- to 17- year-olds 
by almost 10,000 during the decade.
Dramatic differences in migration occurred across regions. 
Figure 2 shows that about 60,000 more people moved into 
the Western/Southern part o f Montana than moved out. Net 
migration was positive for every age group except 26- to 31- 
year-olds and included substantial numbers o f  children.
Movement to the Western/Southern region (counties 
west o f  the Rocky Mountain crest and the southern tier 
east to Carbon and Stillwater counties) was the result o f 
several forces. First, most o f  Montanas major trade centers 
(except for Billings and Great Falls) are located in this region. 
Wholesale and retail trade, business, health, and other 
services have been among the fastest growing sectors o f the 
economy, and they are concentrated in the western trade 
centers. Second, some businesses in nontraditional industries 
were created or expanded, including high-tech firms such as 
RightNow Technologies in Bozeman and Applied Materials 
in Kalispell. Third, Stillwater and Sweet Grass counties in 
the south experienced substantial growth related to mining 
development. Fourth, some people moved to Western/ 
Southern Montana as a retirement destination, as evidenced 
by the increase in the over-60 age group. Lasdy, Montanas 
largest universities are located in Gallatin and Missoula
As Montana’s largest 
city, Billings offers more 
opportunities for young 
professionals, causing net 
in-migration for people in 
their late twenties.
Figure 2
Net Migration to Westem/Southem Montana, 2000 to 2010
sources: u.s. census Bureau ana centers tor Disease Control and Prevention.
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counties in this region. Thus, Western/Southern ^
Montana experienced net in-migration o f 18- to 
23-year-olds. Net migration becomes negative for people 
in their late twenties, such as college graduates who leave 
the region.
Migration to Yellowstone County was similar to Western/ 
Southern Montana, with the exception o f the ages 18 to 30 
(Figure 3). Yellowstone County is the most populous in the 
state with nearly 150,000 people in 2010, about 15 percent 
of the statewide total. It is affected by many o f the same 
factors as some o f the counties in Western Montana. 
Yellowstone County is by far the largest and most important
trade center in the state, 
a major center for health 
care, and headquarters 
for the oil, gas and coal 
industries. In contrast 
to Western/Southern 
Montana, net migration 
is negative for 18- to 
20-year-olds as they head 
to college in the western 
part o f  the state. As 
Montanas largest city, Billings offers more opportunities for 
young professionals, causing net in-migration for people in 
their late twenties.
Out-migration of 
people in their twenties 
strengthens this aging 
trend, with Montana 
forecast to become the 
fifth oldest state in the 
nation by 2030.
different impact on Eastern/
Northern Montana. Figure 4 (page ^
16) shows that almost 12,000 more people ^
moved out than moved in. Almost all o f the 
population loss was in the 18- to 29-year-old age group.
Net out-migration amounted to 26 percent o f this groups 
2000 population. One reason for young people to move is to 
attend college, and most o f Montanas students are enrolled 
in the Western/Southern part o f  the state. Although some o f 
these people return home after school, many others stay on in 
the growing areas o f the state or leave Montana entirely. The 
trend toward lower population in rural areas has been going 
on for many years, driven in large part by the increasing scale 
o f agricultural production, fewer employment opportunities, 
reductions in transportation costs that encourage people to 
shop further from home, and the concentration o f advanced 
health care facilities in the major urban areas.
s
Figure 3
Net Migration to Yellowstone County, 2000 to 2010
Sources: U.S. Census Bureau and Centers for Disease Control and Prevention.




Net Migration to Eastern/Northern Montana, 2000 to 2010
Sources: U.S. Census Bureau and Centers for Disease Control and Prevention.
Discussion
Montana is aging rapidly as the baby boom generation 
reaches traditional retirement age. Out-migration o f people 
in their twenties strengthens this aging trend, with Montana 
forecast to become the fifth oldest state in the nation by 
2030. However, net in-migration o f families in their thirties 
and forties has increased the number o f school-age children. 
Despite the inflow o f students, public school enrollment in 
Montana peaked in 1996 and has declined since, according to 
state Office o f  Public Instruction data. In the absence o f in- 
migration over the past two decades, the peak in enrollment 
would have been lower and the decline more marked.
More important, net migration to Montana as a whole 
has not stemmed the outflow from much o f Eastern and 
Northern Montana. While some communities in Western 
Montana are building new schools to accommodate record 
enrollment, communities in the more rural parts o f  the state 
are closing schools and/or merging with nearby districts. 
School closures weaken other businesses as parents shop, dine 
and get personal services elsewhere.
Out-migration o f younger people has accelerated the trend 
toward an older population, especially in the rural areas o f 
Montana. Four out o f five o f the oldest counties in Montana 
are in the Eastern/Northern region: Prairie County with a 
median age o f 36 years, Judith Basin and Daniels 51, and
Carter County 30. The exception, from the Western/Southern 
region, is Granite County with an average age o f 51. The 
average age o f farm operators in Montana is 58.
Despite decades o f net migration out o f Eastern/Northern 
Montana, however, the total population is not substantially 
different than it was after the great homesteading boom o f the 
first two decades o f the twentieth century: 264,711 in 1920 
versus 257,986 in 2010. Basically, out-migration has offset 
natural increase. But population growth in the rest o f the state 
has left the rural counties behind, at least in a relative sense: 
the Eastern/Northern region accounted for almost half o f the 
state s population in 1920 but only about one-quarter today.
Many Montanans are o f two minds about their children 
leaving the state. On the one hand, they want their kids to 
have the best available opportunities, but on the other hand, 
they wish their kids didn’t need to leave the state to find those 
opportunities. Perhaps the good news is that many o f those 
kids feel strongly enough about their roots that they find a 
way to return, eventually, although perhaps not to the rural 
areas where they grew up. G
Douglas J. Young is a professor emeritus o f Economics at 
Montana State University-Bozeman. Grant Zimmerman is a 
senior at Montana State University studying Economics and 
Political Science.
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North Dakota Experiences a Bigger Boom than Montana
by Terry Johnson
Sources: U.S. Bureau of Land Management; Bakken Resources Inc.
The U.S. Geological Survey recently completed an updated assessment o f the oil and natural gas potential in the Bakken, the geological formation 
which is located in parts o f  Montana, North Dakota, South 
Dakota, and Canada. According to their assessment, the 
formation holds a significant amount o f oil, natural gas, 
and natural gas liquids — far more than previously estimated 
in 2008. Secretary o f the Interior Sally Jewell described it: 
“These world-class formations contain even more energy 
resource potential than previously understood, which is 
important information as we continue to reduce our nations 
dependence on foreign sources o f oil.”
North Dakota is experiencing an oil boom that has 
increased total U.S. oil production as well as sheltered the 
state from the economic impacts o f  the Great Recession. In 
the past six years, North Dakotas oil production has increased 
by 510 percent, mushrooming from 39.9 million barrels 
o f oil production in 2006 to 243.2 million barrels in 2012 
(Figure 1). Almost 90 percent o f the 2012 North Dakota 
production came from the Bakken formation. Economically, 
North Dakotas total wage base has increased by more than 
74 percent during this period. Per capita personal income has 
increased from $32,914 in 2006 to $51,893 by 2012.
Is Montana Experiencing a Similar Oil Boom 
as North Dakota?
Although we all have heard about the economic activity 
o f oil development in Eastern Montana, the data paint an 
entirely different picture. Montanas oil production was 36.2 
million barrels in 2006. By 2012, oil production actually 
dropped to 26.2 million barrels, a decrease o f about 10 
million barrels. Montanas total wage base increased by about 
21 percent during this period, with per capita personal 
income increasing from $31,959 in 2006 to $37,370 by 
2012. While North Dakotas and Montanas per capita 
personal income was similar in 2006, North Dakotas per 
capita personal income was $14,523 more in 2012.
Why is the Boom in North Dakota and Not in Montana?
About two-thirds o f the Bakken formation is physically 
located in North Dakota where the geological pool is thicker 
and closer to the surface. This means there is more o f an 
economic incentive to produce in North Dakota before doing 
any extensive drilling in Montana. Investors are most likely to 
invest in the vehicle that produces the highest yield.
For the most part, Eastern Montana is experiencing the 
significant impacts o f oil development in Western North 
Dakota and the impacts that activity is having on housing,
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infrastructure (roads, water, sewage, etc.), public safety, labor 
markets, and state and local government finances. Without 
a funding source to address these impacts, Montanas 
eastern communities struggle to provide adequate services to 
its citizenry.
Will Montana Eventually See Increased Oil Production?
Oil recovery methods have traditionally been done by 
vertical drilling techniques. New technology has changed 
these methods to what is called horizontal drilling. Hie 
success rate for horizontally drilled wells is much higher than 
vertical wells. Both Montana and North Dakota producers 
utilize horizontal drilling techniques. However, the depletion 
rate for horizontal wells is higher than conventional vertical 
wells. This means that production from horizontal wells in 
North Dakota and Montana will begin to decline rapidly. 
This will force producers to explore for new resources in both
states. Since new drilling in the Bakken has been minimal in 
Montana when compared to North Dakota, the prospects 
o f  heightened drilling activity in Montana are inevitable. 
Production data for the first two quarters o f  calendar 2013 
support this premise. For Montana to benefit from this 
natural resource asset, it is essential that its policy makers 
ensure that their regulatory, tax, and fiscal policies are right 
and timely. □
Terry Johnson is the director o f  Natural Resources and Energy 
Research at the Bureau o f Business and Economic Research.
Figure 1
Annual Oil Production, Montana vs. North Dakota
Sources: Montana Board of Oil and Gas; North Dakota Industrial Commission.
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Making Montana the 
First Best Place
How Entrepreneurship is Creating High Paying Jobs
2014 Economic Outlook Seminar
Presented by Northwestern Energy and the University of 
Montana Bureau of Business and Economic Research
Program:
RightNow Technologies was founded in 1997 in a spare bedroom in 
Bozeman, Montana. By the time the company was acquired by Oracle 
in 2012 for more than $1.8 billion, RightNow was Bozeman's largest 
commercial employer and the only publicly traded technology company 1 
in the state. RightNow had more than 1,100 employees, with half 
of them in Bozeman, and over 40 percent o f those employees were 
graduates o f the Montana University System. Their average Montana 
wage was $86,000, more than double the state average. The one-time 
sale created an almost $80 million increase in wages and salaries in 
Gallatin County in 2012 and has led to a new generation o f Montana 
technology startups.
Greg Gianforte, founder o f RightNow Technologies, will give a first­
hand account o f this Montana success story and discuss the potential 
for entrepreneurship to create more high-wage jobs in our state at the 
39th Annual Montana Economic Outlook Seminar. This half-day seminar 1 
and luncheon will highlight the latest econom ic trends for local, 
state, and national economies. Bureau economist Patrick Barkey will 
present economic forecasts for each seminar city, and industry experts 
will provide the outlook for Montana's important sectors: energy, 
nonresident travel, health care, agriculture, real estate, manufacturing, 
and forest products.
Continuing education credits are available. Groups o f five or more may 
register at a discount online at www.bber.umt.edu. Don't miss out on 
the latest economic news. Sign up now and guarantee your spot.
Schedule
7:45-8:00_______Coffee and Registration
8:00-8:15_______ Introductions, Patrick Barkey
8:15-8:45_______ National and State Outlook, Patrick Barkey
8:45 -  9:05_______ Local Outlook, Paul Polzin
9:05 -  9:25 Health Care, Patrick Barkey
9:25 -  9:35 Coffee Break J
9:35 - 9:55 Nonresident Travel, Norma Nickerson
9:55-10:15______Agriculture, George Haynes l u  1
10:15 -10:35 Manufacturing and Forest Products, Todd Morgan ^  1
10:35 -10:45 Coffee Break z  i
10:45 -11:05 Real Estate, Scott Rickard______________  <  i
11:05 -11:25 Energy, Terry Johnson z> !"      u
11:25 -11:40 Local Expert Report
11:40 -11:50 Wrap-up and Summary, Patrick Barkey
11:50- Noon Break




Complete form, detach, and mail with payment to: 
Bureau o f Business and Economic Research 
Gallagher Business Building, Suite 231 
University o f Montana 
Missoula, MT 59812-6840 
You may also register online at www.bber.umt.edu
Locations:
□ Helena
Jan. 28, 2014 (Tuesday)
Best Western Great Northern
□ Great Falls 
Jan. 29, 2014 (Wednesday)
Hilton Garden Inn
□ Missoula 
Jan. 31, 2014 (Friday)
Hilton Garden Inn
□ Billings
February 4, 2014 (Tuesday)
Crowne Plaza
□ Bozeman






C ity________________________________  State__________________
Phone______________________________ Z ip ---------------------
Payment:
□ Check enclosed
(Payable to: Bureau of Business and Economic Research)
□ Credit Card (Visa, MasterCard)




□ $80 registration includes seminar lunch and a one-year 
subscription to the Montana Business Quarterly
•Group discount registration available online at www.bber.umt.edu
□ $30 processing fee for each continuing education category:
□ Montana Society of CPAs, 4 credits
□ Montana Board of Real Estate Appraisers, 5 credits
□ Institute of Certified Management Accounts, 4 credits
□ Society of American Foresters, .5 
Category 1 & 3.5 Category 2 credits*
□ Montana Insurance Continuing Education Program, 2 credits*
□ HR Certification Institute for PHR, SPHR and GPHR,
4.5 Strategic credits*
□ Montana Board of Realty Regulation, 4 Credits*
□ Montana Teacher Professional Renewal Units, 5 credits*




Feb. 6, 2014 (Thursday)
La Quinta Inn
□  Kalispell
Feb. 14, 2014 (Friday)
Hilton Garden Inn
□ Lewistown
March 11, 2014 (Tuesday)
Central Montana Education Center
Q  Havre
March 12,2014 (Wednesday)
MSU Northern Hensler Auditorium












2014 Economic Outlook Seminar 
Fill out the registration form 
reverse side and mail today
or register online at www.bber.umt.edu
2014 Economic 
Outlook Seminar
{"This was a great 1 conference, highly focused, good information, I very diverse." J- 2013 Attendee
Making Montana the 
First Best Place
How Entrepreneurship is 
Creating High Paying Jobs
Greg Gianforte, founder of RightNow Technologies,
i will give a first-hand account o f this Montana success story and discuss 
the potential for entrepreneurship to create more high-wage jobs in 
i our state at the 39th Annual Montana Economic Outlook Seminar.
This half-day seminar and luncheon will highlight the latest economic 
i trends for local, state, and national economies. Bureau economist 
Patrick Barkey will present economic forecasts for each seminar city, 
i and industry experts will provide the outlook for Montana's important 
sectors: energy, nonresident travel, health care, agriculture, real estate, 
i manufacturing, and forest products.
{"This event is always well organized and g relevant."— 2013 Attendee
ii
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